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A new agreement, resulting from the recent U.K.-India 
financial discussions, provides that the normal limit on 
India’s sterling transfers from the No. 2 Account (blocked 
sterling) to the No. 1 Account (free sterling) shall be 
£50 million a year in the period mid-1949 to mid-1951. 
This is £10 million a year above the transfer provided for 
in the agreement of July 15, 1948, and may be supple- 
mented by an additional transfer up to £50 million in 
1949-50 to cover contractual imports. The 1948 agree- 
ment did not provide for any transfer in 1948-49 because 
India had available some £80 million in the No. 1 Account. 
During the course of that year, however, it became clear 
that the demand on India’s available sterling would be 
much heavier than had been foreseen and, after consulta- 
tion between the Governments, it was agreed that India 
could anticipate the transfers agreed for 1949-50 and 
1950-51. In fact, India drew £81 million from the No. 2 
Account in 1948-49. Since £30 million has been regarded 
as a minimum working balance, it appears that some £130 
million was utilized. 

The new agreement does not renew the arrangement 
concluded last year by which India agreed to limit to the 


EUROPE 
U.K. Gold and Dollar Settlements 


Gold and dollar settlements by the United Kingdom in 
July, in connection with payments agreements with OEEC 
countries, amounted to 44,495,000 to Belgium and 
£2,804,000 to Switzerland. Under a special arrangement 
between the U.K. and U.S. Governments, £503,000 was 
received from Western Germany. 


Source: The Times, London, England, August 4, 1949. 


U.K. Foreign Trade 


Official estimates show that the index of the volume of 
U.K. exports in the second quarter of 1949 was 146 
(1938=100), compared with 156 in the first quarter. 
The Economic Survey had forecast a volume index of 150 
for the first half of the year. Retained imports increased 
from 82 (1938=100) in the first three months to 88 
during April-June; thus the average for the first six 
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Indian Sterling Balances 








equivalent of £15 million her net drawings on the sterling 
area central reserves. Actual drawings have been re- 
ported variously at £31 million and £36 million but the 
excess over £15 million will not be reimbursed. When 
the Government of India has completed its deliberations 
on the steps recommended by the recent meeting of the 
Commonwealth Finance Ministers to check the heavy 
drain on the central reserves of the sterling area, the need 
for further consultations on the means of meeting India’s 
hard currency requirements can be reconsidered. How- 
ever, according to statements made in Delhi, India has 
agreed to reduce dollar imports 25 per cent below the 
1948 level, if other countries in the Commonwealth take a 
similar step. This is expected to reduce India’s deficit 
with hard currency areas in the year 1949-50 to the 
equivalent of about £35 million, which would be met from 
the central reserves. 


Sources: The Times, London, England, August 5, 1949; 
The Financial Times, London, England, August 
5, 1949; The Economist, London, England, 
August 6, 1949. 


months was two points above the Survey forecast of 83. 


Source: The Times, London, England, August 6, 1949. 


British Tourist Earnings 


The British Tourist Association reports that a record 
number of foreign visitors came to the United Kingdom 
in June, bringing the total for the first six months of 
the year to more than 225,000. With the peak months 
yet to come, it seems likely that the forecast of 560,000 
visitors for the year may be exceeded. In every month 
except January the total of American visitors was approxi- 
mately one third greater than in 1948, and it is provision- 
ally estimated that tourists traveling in June alone earned 
the United Kingdom £2.5 million in dollars. 

Source: The Times, London, England, August 5, 1949. 


Eire’s Foreign Trade 


Exports from Eire in the first six months of 1949 were 
£27.6 million, an increase of £7.3 million, or 36 per cent, 
over the corresponding period in 1948. Imports were 
£63.9 million, £11.2 million lower. The trade balance 
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was therefore £36.2 million, compared with £54.8 million 

in the first half of 1948. Exports to the United Kingdom 

this year were £25.6 million and imports from the United 

Kingdom £36.4 million. 

Source: Records and Statistics, Supplement to The Eco- 
nomist, London, England, August 6, 1949. 


Current Developments in France 


The downward movement of prices in France, which 
had continued for more than six months, has recently 
shown some signs of slackening. Also certain symptoms 
of labor unrest have begun to appear. Wholesale prices 
rose 2 per cent in July, chiefly because of seasonal varia- 
tions in food prices. This rise is moderate, however, 
compared with previous years, when July marked the 
resumption of inflationary movements. A stabilizing 
factor this year has been the fixing of the wheat price at 
about the same level as in 1948. The net price paid to 
wheat producers, which was 2,425 francs per quintal 
(taking into account the special premium), has been set 
at 2,475 francs for the crop-year 1949-50. Producers, 
who had asked for 2,800 francs, will be offered some 
compensation in the form of additional budgetary ap- 
propriations for equipment and reduced prices for fertil- 
izers and agricultural machinery. The price of bread 
will not be changed. 


Source: Le Monde, Paris, France, August 5, 1949. 


French Government Revenue 


French revenue collections in the first half of 1949 
amounted to 602 billion francs, which was 44 per cent 
of the 1,390 billion francs included in the budget estimate 
for fiscal 1949. The half-year report indicates favorable 
returns for the entire year, since tax collections are always 
larger in the second half (chiefly because of direct tax 
collections). Revenue for the first half of 1948 was only 
39 per cent of total revenue for the year. 


Revenue from indirect taxation, notably from sales 
taxes, in the first six months of 1949 amounted to 304 
billion francs, or a little more than half the total. This 
development is encouraging and contradicts the com- 
ments often made that the combination of stabilized 
prices and reduced spending had strongly affected in- 
direct tax collections, making the official budgetary esti- 
mate of revenue too optimistic. Several reasons are 
given for the satisfactory indirect tax collections: (a) It 
is possible in the French tax system for many taxpayers 
to come to an agreement with the Treasury, in advance of 
the tax period, concerning the amount to be paid. These 
agreements, known as “forfaits,” are generally valid for 
one year and can be terminated by either the taxpayer 
or the Treasury; this year, however, such terminations 
were infrequent. (b) Black market transactions gradually 
disappear with the shift to a buyers’ market. (c) The 
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Treasury’s attempt to speed up collections through quicker 
assessment has proven successful. (d) The 25 per cent 
increase in the sales tax (taxe sur le chiffre d’affaires) 
has raised the volume of collections. 

Source: Agence Economique et Financiére, Paris, France, 


August 3, 1949. 
French Meat Exports to U.K. 


To attain a better trade balance between the franc and 
the sterling zones, the Anglo-French Mixed Commission 
has agreed to encourage French exports of food to the 
United Kingdom. These exports, which were not very 
significant before the war, are eventually to account, ac- 
cording to the OEEC long-term program, for more than 
25 per cent of total French exports to the United King- 
dom. A first-step was taken in March with an agreement 
providing for exports by France of 6,000 tons of meat in 
1949 (approximate value, US$3 million to US$4 million). 
Under another agreement, now being considered, France 
would sell to the United Kingdom 40,000 tons of meat, 
valued roughly at US$30 million. Total French exports 
to the United Kingdom are estimated at US$315 million 
in the OEEC 1949-50 program. 

In order to carry out the program, the French Govern- 
ment has promoted the creation of an official (though 
not entirely government-controlled) agency, the “Société 
interprofessionelle des viandes et produits carnes.” One 
of the major tasks of this agency is to organize meat- 
freezing. The financing offers difficulties, however, since 
an investment of more than 10 billion francs is required. 
Another problem is price discrepancy. French domestic 
prices for meat are running about 20 per cent higher than 
those specified in the agreement. Although this discrep- 
ancy is due to seasonal factors, the subsidizing of meat 
exports to the United Kingdom even temporarily is con- 
sidered questionable. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
August 3, 1949. 


Belgian-French Trade 
Agreement Extended 


Negotiations for a new trade agreement between France 
and Belgium, which had been proceeding during July, 
have failed. Discussions are to be resumed again in 
three months; in the meantime, the existing trade agree- 
ment has been extended. The same import quotas are 
retained by the two countries, and import licenses are 
to be granted “in a liberal spirit.” 


The failure to reach a new agreement was due largely 
to uncertainty concerning the distribution of drawing 
rights within the framework of the intra-European pay- 
ments plan. An agreement had originally been planned on 
the basis of a yearly exchange of commodities valued 
at Bfr 9 billion (US$204 million) in each direction, under 
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the assumption of French drawing rights on Belgium 
of $80 million to $90 million. 
The French bilateral payment deficit has decreased 
noticeably this year. This is partly the result of a greater 
French surplus in trade items ($67 million annual rate 
in 1949 against $19 million in 1948). French exports to 
Belgium increased, following an expansion of production 
and the liquidation abroad of excess inventories. On the 
other hand, French imports decreased sharply from Janu- 
ary to the end of March, following the end of license 
granting. French expenditures on invisibles were also 
reduced as a result of a 10 per cent decrease in payments 
to border workers, whose number has fallen considerably 
because of unsatisfactory conditions on the transfer of 
earnings. 
Sources:.Agence. Economique et Financiére, Brussels, 
Belgium, August 1, 1949; Neue Ziircher 
Zeitung, Ziirich, Switzerland, August 3, 1949. 


British-Danish Accord on Bacon Price 


A new price agreement has been concluded by the 
Danish Ministry of Agriculture and the British Ministry 
of Food, covering Danish bacon exports to the United 
Kingdom until December 31, 1950. The price for the 
last quarter of 1949 will be the same as that for the year 
ended September 1949, i.e., 225s. per cwt., fio.b. For 
the year 1950, the price will be 217s. per cwt., f.o.b. 
Under an agreement between the two countries in 1948 
it was estimated that the United Kingdom would receive 
50,000 tons of bacon in 1948. This agreement allowed 
for a revision of the price at any future date. 

Sources: Harald R. Martinsen, Danish Letters, Copen- 
hagen, Denmark, August 5, 1949; Records and 
Statistics, Supplement to The Economist, Lon- 
don, England, August 6, 1949. 


Norwegian Foreign Trade 


For the first six months of 1949, the Norwegian trade 
deficit of NKr 964 million (US$194 million) was about 
50 per cent larger than in the same period last year. The 
value of imports was NKr 2,085 million, or NKr 429 
million larger than a year earlier, while exports increased 
by only NKr 105 million, to NKr 1,121 million. The vol- 
ume of exports has not shown much improvement since 
last year. For the first part of 1949, the volume index is 88 
(1938=100), compared with 86 in the first half of 1948. 

Developments in the terms of trade have been against 
Norway. In June this year export prices were 8 per cent 
lower than in June last year, while import prices had 
decreased by 1 per cent. In particular, export prices for 
paper and wood pulp have fallen. 

Sources: Statistisk Sentralbyra (Central Statistical Bu- 
reau), Press Release, Oslo, Norway, August 4, 
1949; Norges Handels og Sj¢fartstidende, Oslo, 
Norway, August 5, 1949. 





Sterling Credits to Italian Importers 


The Italian Government has authorized the Foreign 
Exchange Office to grant Italian importers sterling credits, 
at a low rate of interest. They are to be repaid in some 
five to ten years. The lira amount of the credit will be 
set at the sterling rate in force when the credit is granted, 
and will not be affected by any future modification of the 
lira-sterling exchange rate. 

The following are the main purposes of the measure: 
(a) To permit utilization of some of the idle sterling that 
Italy is now accumulating. Italy’s sterling holdings have 
been expanding rapidly, and are now about £50 million. 
According to the Italian Government, the recently re- 
newed agreement with the United Kingdom did not pro- 
vide any satisfactory solution for utilization of these 
holdings. (b) To reduce the bilateral disequilibrium at 
present existing in favor of Italy. In fact, the new measure 
aims at adding new categories of importers from the 
sterling area to those already transacting with that area. 
Priority will be given, as far as credits are concerned, to 
importers of commodities in short supply. (c) To elimi- 
nate, at least up to the amount of the credits granted, the 
loss to the Exchange Office from a possible future devalu- 
ation of the pound. 


Source: Agence Economique et Financiére, Paris, France, 


July 22, 1949. 


Greek Import Program and 
Restrictions 


A tentative import program for the period July 1 to 
December 31, 1949 (the first half of the fiscal year 1949- 
50) has been announced by the Greek Foreign Trade 
Administration. It provides for total imports of $122.4 
million in the six month period. They include food- 
stuffs ($26 million), chemicals and pharmaceuticals 
($19.4 million), fuel ($18.2 million), textiles ($14.8 
million), machinery and electrical apparatus ($14.6 
million), and industrial raw materials ($8.1 million). 
The program does not include capital goods imports 
which are to be financed separately, nor such items as 
wheat, flour, and milk, directly imported by the Ameri- 
can Mission. An upward revision of the program is ex- 
pected as soon as the allocation of ECA funds for 1949- 
50 is known. 

The import relaxation measures introduced in the last 
quarter of the past fiscal year (see this News Survey, Vol. 
1, pp. 342, 359, and 375) will not apply to imports in the 
current year. Import licenses are to be granted on the 
basis of the following procedures: (a) on some 15 to 
25 items, importers will compete for licenses; (b) on 
some 6 to 10 items, there will be no quantitative restric- 
tions; and (c) on the remaining items, the system of 
global import rights which are first allocated to geo- 
graphical areas and then subsequently distributed to 





dt 


individual traders will be applied. As a rule, presentation 
by importers of bank guarantees of the prompt opening 
of the necessary confirmed credit (for the payment of 
prospective imports) will not be required unless the 
authorities make such guarantees a precondition of the 
granting of licenses for specific items. 

Sources: To Vima, Athens, Greece, July 26, 1949; At- 

lantis, New York, N.Y., July 31, 1949. 


U.K. Payments Arrangements with 
Western Germany 


An agreement to limit the United Kingdom’s dollar 
liability for the support of the Bizone has been negotiated 
with the United States. It will apply during the three 
months ending September 30, 1949, by which time it is 
hoped that the trizonal fusion will have been’ arranged. 
Under this agreement, which is an extension of that 
entered into in 1946, the United Kingdom will continue 
to supply fish, other foodstuffs, fertilizers, and freight 
carriage at an annual rate of £17.5 million as its share 
of financial responsibility for Germany. The original 
arrangements whereby the United Kingdom had to con- 
vert sterling into dollars when dollar assets of the Joint 
Export Import Agency fell below $20 million has for 
all practical purposes been canceled. The text of the 
agreement refers to the pending payments agreement 
between the United Kingdom and Western Germany 
which, although the negotiations are over, still awaits 
signature. This pact raises the gold point from £1.5 mil- 
lion to £7.5 million and would thus be of assistance in 
increasing trade between Western Germany and the 
sterling area. The last gold payments to Western Ger- 
many by the United Kingdom occurred in January 1949. 
Source. The Economist, London, England, August 6, 

1949. 


West Germany’s Trade Agreement 
With France 


A trade and payments agreement for the second year 
of ERP (1949/50) was signed in the second half of 
July by the three Western Zones of Germany and France. 
Imports from France have been set at the equivalent of 
US$168 million, and exports to that country at US$205 
million. German exports will include coal ($105 million), 
industrial products and ores ($83.5 million, the indus- 
trial products being mostly machines, equipment for 
mines and for the metal industry, and dyes for textile 
industry), electric power ($10 million), and agricultural 
products ($1.5 million). German imports from France 
will be composed of foodstuffs and other agricultural 
products ($68 million), industrial goods ($70 million, 
of which $25 million will be steel goods), coal from the 
Saar ($20 million), glass ($4 million), and iron ore 
($2.7 million). To pay for the German export surplus 
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of $37 million and to cover other financial obligations 

estimated at $23 million, France will utilize her drawing 

right against Germany within the European payments 

scheme. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
July 26, 1949. 


Austria’s Trade Agreement 
With India 


According to a trade agreement concluded at the end 
of July, the value of goods to be exchanged between Aus- 
tria and India within one year should amount to the 
equivalent of US$18 million on each side. The quantities 
of commodities to be exported by each country have 
been strictly fixed. Austria will export mostly steel, 
paper, machines, and apparatus, .and.will receive in ex- 
change Indian cotton, hides, tea, spices, and manganese 
ores. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
August 2, 1949. 


Hungarian-Polish Negotiations 


Hungary and Poland have concluded a trade agree- 
ment providing for an increase in the present exchange 
of goods so that the value of trade in 1949 will be three 
times that in 1948 (Polish exports to and imports from 
Hungary in 1948 amounted to $4.2 million and $4 mil- 
lion, respectively). Preparations have also been made 
for a new trade agreement, and also a special six-year 
agreement for the exchange of investment goods, both 
to come into effect on January 1, 1950. The latter is to 
be similar to the existing Czechoslovak-Polish agreement 
on investment goods, and also those previously concluded 
by Czechoslovakia and Hungary with Yugoslavia. It is 
to be a substitute for the earlier agreements of both 
Hungary and Poland with Yugoslavia, which have been 
terminated. There have also been negotiations covering 
the exchange of technical information, the development 
of tourism, and the utilization of Poland’s waterway 
system for the transport of goods by Hungary. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 


July 15, 1949. 


Czechoslovakian State Revenue 


Czechoslovakia’s State revenue in the five months Jan- 
uary-May amounted to 47.1 billion korunas (US$942 
million), compared with a budget forecast of 38.4 billion 
korunas and 27.7 billion in the corresponding period of 
1948. The increase was due primarily to revenue from 
the general tax, instituted in January 1949 to replace 
gradually the turnover tax and other indirect taxes; the 
yield from this tax reached 21.6 billion korunas, instead 
of 16.7 billion as forecast in the budget. Revenues from 
the turnover tax and other indirect taxes, amounting to 
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6.6 billion, were higher than budgeted (5 billion), but 
substantially below those last year (10.6 billion). 


Source: Hospodar, Prague, Czechoslovakia, July 14, 
1949, 

















Yugoslav-italian Trade Agreement 


Yugoslavia and Italy signed a $90 million trade agree- 
ment on August 4 for one year. This means that trade 
will be three times the 1948 volume. Yugoslavia will re- 
ceive mostly capital equipment in exchange for iron ore, 
chrome, lead, copper, zinc, magnesite, and other raw 
materials. 

Source: New York Herald Tribune, Paris, 
August 5, 1949. 
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MIDDLE EAST 
Gold Market in the Middle East 


In the first half of 1949, the Beirut gold market was 
characterized by a persistent fall of prices and the vir- 
tual disappearance of gold bars and gold coins other than 
the sovereign, which has come to dominate. the market. 
There was a growing demand for sovereigns, particu- 
larly in Eastern and Central Europe, and supplies would 
have been short if the various markets had not been 
largely supplied by Saudi Arabia. Under the oil conven- 
tions with American companies, an average of 300,000 
sovereigns is added monthly to the reserves of Saudi 
Arabia; these are disposed of, at more or less regular in- 
tervals, on the markets of the neighboring countries, 
especially Lebanon. 

Recently the price of the sovereign in Beirut has fallen, 
apparently because of decreasing demand. Supplies from 
Arabia have been sufficient to meet the European re- 
quirements, and trade with the Far East has been re- 
stricted since last March by the uncertain situation in 
China. In the distributing centers of Hong Kong and 
Macao, trading in gold has been very slight, and prices 
have fallen. 



















































Large purchases of gold sovereigns are reported to 
have been made by a private bank on behalf of the Syrian 
Government. It is estimated that about 190,000 sover- 
eigns were bought in July, when the price was low, as a 
result of a large influx of sovereigns from Saudi Arabia. 
When government purchases of gold were curtailed late 
in the month, the price of the sovereign declined further. 
Sources: Le Commerce du Levant, Beirut, Lebanon, 

July 2, 1949; L’Observateur, Cairo, Egypt, 
July 27, 1949. 













Public Finances in Israel 

Israel’s ordinary budget for the current fiscal year, 
April 1949 to March 1950, shows revenue and expendi- 
ture balanced at I1£37 million. Direct taxes are expected 
to produce I£13.5 million, indirect taxes (i.e., customs 
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and excise duties, fuel taxes, and the war risk insurance 
tax) I£18.2 million, and the luxury tax I£3.9 million. 
Ordinary expenditures include I£18.8 million for the 
state services, 1£13.5 million for defense, excluding the 
actual war budget for which no figures are available, 
1£2.5 million for administration, and I£2.2 million for 
reserves, interest, etc. 

Source: Bank for International Settlements, Press Re- 


view, $136, July 15, 1949. 


Saudi-Arabian Monetary Developments 


A new monetary program has recently been inaugu- 
rated in Saudi Arabia. The fixed rate of exchange be- 
tween the riyal and the U.S. dollar, which had been 4 
riyals to the dollar prior to May 1, was discontinued in 
favor of a day-to-day eXchange rate to be determined by 
the Ministry of Finance. Moreover, in what appeared 
to be a determined attempt to establish a riyal-sovereign 
peg, a minimum quotation of 55 riyals per sovereign was 
unofficially set and the export of sovereigns was prohibited 
except under license. 

A branch of the Banque de l’Indochine has com- 
menced operations in Al Khobar. This is the first bank 
to open on the east coast of Saudi Arabia. On the west 
coast, there are indications that deposit banking is in- 
creasing in volume but not in the number of deposits. 
This results from the necessity of maintaining large 
bank balances to meet the added financial requirements 
inherent in large-scale importing. 

Source: U.S. Department of Commerce, Foreign Com- 


merce Weekly, Washington, D.C., August 1, 
1949, 


Capital Works in Iraq 


The Iraqi Parliament has passed a bill granting a 
loan of about ID 3 million (US$12 million) to the State 
Railways. The loan is intended specifically to repay 
debts of about ID 600,000 (US$2.4 million) to foreign 
firms and also to finance the construction of the main 
railway station and the Tigris bridge in Baghdad, the 
Musaib and the Zab railway bridges, and the Kirkuk- 
Arabil line. This loan was criticized in Parliament be- 
cause of the present financial stringency and because 
it will earmark part of the oil royalties for railway de- 
velopment schemes, thus neglecting more important pro- 
jects. The Government’s main argument for granting 
the loan was that the railway projects have already been 
started, and it was impossible to postpone their com- 
pletion. 


Source: The Iraq Times, Baghdad, Iraq, June 27, 1949. 


Franco-Iranian Commercial Agreement 


An agreement between France and Iran, signed on 
July 12, provides for an exchange of goods valued at 
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2 billion francs (about US$7 million) in each direction. 
Iran will export to France oil seeds, carpets, raw wool, 
skins, minerals, and dried fruits; France will provide 
electric motors, pumps, agricultural machinery, machine 
tools, mining equipment, vehicles, tractors, and chemical 
products. The list of products is not exclusive and will 
be revised periodically by a joint commission. The 
agreement specifies that payments will be in sterling. 

Source: Agence Economique et Financiére, Paris, France, 


July 13, 1949. 


FAR EAST 
India’s Exports of Jute Goods 


The Indian Government will now allow exports of 
jute goods to hard currency areas without licensing re- 
strictions. The move is aimed at stimulating exports to 
these areas. 

Source: The Financial Times, London, England, August 
5, 1949. 


North China Foreign Trade 


The Communist authorities have announced that ex- 
ports from Tientsin totaled PB 1 billion (People’s Bank 
Notes) in May, compared with PB 600 million in April 
and PB 216 million in March. The May exports were 
primarily eggs, groundnut oil, bean cake, piecegoods, 
rugs, and bristles. 

Contracts on a trader-to-trader basis have been made 
recently with Japanese firms for buying in dollars or 
bartering for nonstrategic materials. One thousand tons 
of Japanese-manufactured copper electric wire will be 
delivered to Tientsin within two or three weeks; Tientsin 
exports will include largely peanut oil and soybeans. 
Sources: China Economist, Shanghai, China, April 11, 

1949; Far East Trader, San Francisco, Cali- 
fornia, August 3, 1949. 


Malayan Export Duty 


The Malayan export duty on rubber has been increased 
from SS$0.25 to SS$0.40 a pound. It is expected that 
this will yield SS$3 million (US$1.4 million), which is 
to be used for a campaign to promote the use of natural 
rubber. 

Source: Het Financieele Dagblad, Amsterdam, Nether- 
lands, August 4, 1949. 


Sterling Area Trade with Japan 


Negotiations are proceeding in Tokyo for the renewal 
of the trade agreement between Japan and the sterling 
area. It has been stated that in 1948 sterling area ex- 
ports to Japan were the equivalent of $90 million and 
imports from Japan $150 million. When earlier credits 
are taken into account, the sterling area had a deficit of 
$36 million on the year’s trading. The Economist con- 
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siders that there will be general agreement between the 
United Kingdom, Japan, and General MacArthur’s ad- 
visors on the impracticability of maintaining Japan as 
part of the dollar world. Unless the insistence on dollar 
settlement is abandoned, the sterling area will reduce 
its purchases from Japan. Such a contraction of trade 
would be awkward for Japan in its present position, 
especially since its export drive has been hampered by 
the recession in the United States, by the development 
of synthetic substitutes, and by events in China. 
Sources: The Economist, London, England, August 6, 
1949; The Journal of Commerce, New York, 
N.Y., August 9, 1949. 


Credits to Indonesia 


~The Netherlands Government has proposed’ to Parlia- 
ment a grant of additional credits to Indonesia. It is es- 
timated that 462.5 million guilders (US$174 million) 
will be needed for the year ending September 30, 1949; 
231.5 million guilders will be needed for current trans- 
fers by Indonesia—such as profits, pensions, and personal 
remittances—and the remainder for transfers on capital 
account, mainly to enable Indonesia to pay off debts to 
Netherlands firms. This excludes transfers on Treasury 
Account. Indonesia’s debt on the Treasury and the Fi- 
nancial Account combined was 1,175 million guilders at 
the end of 1948. Amortization will start in 1951. In- 
terest has been paid since October 1, 1948 in commodi- 
ties or foreign exchange, mainly sterling. 

Sources: Het Financieele Dagblad, Amsterdam, Nether- 

lands, August 3 and 4, 1949. 


UNITED STATES AND CANADA 


Reduction of Bank 
Reserve Requirements 


The Board of Governors of the Federal Reserve System 
announced on August 5 a further reduction in the reserve 
requirements of its member banks. For demand deposits, 
the reduction for central reserve city banks will be from 
24 to 22 per cent; for reserve city banks, from 20 to 18 
per cent; and for country banks, from 14 to 12 per cent. 
For central reserve city and reserve city banks, the reduc- 
tion will become effective in scheduled stages of one 
half per cent weekly, beginning August 11, while reserve 
requirements of country banks were reduced by one per 
cent on August 1] and further reduction of one per cent 
will be made on August 16. Reserve requirements on 
time deposits will be lowered from 6 to 5 per cent for 
central reserve and reserve city banks on August 11, and 
for country banks on August 16. 

The action, the third of its kind in 1949 (see this News 
Survey, Vol. I, p. 346, and Vol. II, p. 6) will lower total 
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reserve requirements of member banks by approximately 

$1.8 billion. 

Source: Board of Governors of the Federal Reserve 
System, Press Release, Washington, D.C., Au- 
gust 5, 1949. 


U.S. Manufacturers’ Sales 
and Inventories 


According to the U.S. Department of Commerce, man- 
ufacturers’ sales in June amounted to $16.5 billion, an 
increase of $200 million over May 1949. Because there 
is normally a drop in sales from May to June, the in- 
crease, after adjustment for seasonal factors, amounted 
to $400 million. On a seasonally adjusted basis, the 
increase was due to a $500 million rise in the sales of 
durables, particularly automobiles; sales of nondurables 
declined by $100 million. 

Manufacturers’ inventories dropped $500 million in 
June, very little of the decline being attributable to sea- 
sonal movements. Book values of nondurables were 
down $300 million, and those of durables $200 million. 
Source: U.S. Department of Commerce, Press Release, 

Washington, D.C., August 2, 1949. 


Canada’s Industrial Production 


During May, Canada’s index of industrial production 
reached a peacetime high of 187 (1935-39 = 100), an 
increase of 0.9 points over the April index. There were 
substantial increases in the sub-indexes for pig iron, up 
10 per cent, and nondurable manufactures, up 7 per cent. 
Offsetting these increases, to some extent, were declines 
in the indexes for durable manufactures, down 2 per 
cent, and sugar, down 12 per cent. 

This continuing high volume of industrial production 
has, according to the Dominion Bureau of Statistics, 
contributed to the downward trend in the wholesale 
prices of industrial materials. The June price index was 
5.8 points below that for the corresponding month of 
1948 when the index stood at 153.4 (1926 = 100). 
Source: Dominion Bureau of Statistics, D.B.S. Daily 

Bulletin, Ottawa, Canada, August 5, 1949. 


Canada’s Wheat Outlook 


The Canadian Wheat Board is now offering export 
wheat at $1.80 a bushel to the 19 importing signatories of 
the International Wheat Agreement (excluding the 
United Kingdom). Under the terms of this Agreement, 
which became operative on August 1, Canada is com- 
mitted to sell to these countries, by July 31, 1950, 63 
million bushels at a ceiling price of $1.80 per bushel. 
If world prices fall during the period, the importing 
signatories are obliged to take up, upon request, any 
remaining portion of Canada’s export quota at a floor 
price of $1.50. 

It is anticipated that during the crop year 1949-50 
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virtually all of Canada’s exportable wheat will be needed 
to fill the British contract for 140 million bushels at 
$2 a bushel, and to meet the demands of the Wheat 
Agreement participants at prices somewhere between 
$1.50 and $1.80 a bushel. The final transaction under 
the 1948-49 British contract was completed on July 27 
and brought total shipments to that country to 146 
million bushels. 


Source: The Globe and Mail, Toronto, Canada, August 
4, 1949, 


LATIN AMERICA 


Export-Import Bank Loan to Mexico 


The Export-Import Bank of Washington announced 
on August'4 the authorizatict” of ‘additional ‘credits ‘of 
$17.9 million for the rehabilitation and development of 
Mexican railroads. Two credits were extended, $12.9 
million to Nacional Financiera, S.A., a financial agency of 
the Mexican Government, and $5 million to the Southern 
Pacific Railway of Mexico, a wholly-owned subsidiary 
of the Southern Pacific Railway of the United States. 

The credits, to bear 314 per cent interest, will be used 
to purchase in the United States equipment, materials, 
and services. They will be supplemented by peso funds 
supplied by the Mexican Government and the Southern 
Pacific Railway. 

Improvements in the Mexican railway system con- 
templated under the credits are part of a general pro- 
gram of railway rehabilitation in Mexico for which the 
Bank had previously lent $62 million. 

Source: The Export-Import Bank of Washington, Press 
Release, Washington, D.C., August 4, 1949. 


Mexico’s Export Surtax Reduced 


The Mexican Government lowered the 15 per cent 
ad valorem export surtax on almost all export items by a 
decree published in the Diario Oficial of July 4. Most of 
the reductions amounted to 80 per cent—that is, from 15 
per cent to 3 per cent ad valorem. Others amounted to 
33 per cent, and for a few the reductions ranged between 
30 and 76 per cent. 

Source: U.S. Department of Commerce, Foreign Com- 
merce Weekly, Washington, D.C., August 8, 
1949, 


Brazil’s New Import Curbs 


A new Brazilian import regulation outlines a program 
of strict economy based primarily on two points: (1) 
restriction of imports to a limited number on the “admis- 
sible import” list, which applies only to hard currency 
countries (United States, Portugal, and Switzerland), 
and (2) adoption of a new procedure whereby import 
permits will be granted only when and to the amount 
that dollar exchange is currently available. The number 
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of items on the new list is estimated to be about one 
third of the number for which Brazil had been issuing 
import licenses under the previous import priority sys- 
tem. Outstanding among the items omitted from the list 
are wheat and wheat flour, assembled automobiles and 
trucks, and various finished consumer goods. 

Source: The Journal of Commerce, New York, N.Y., 

August 1, 1949, 


U.K.-Brazilian Agreement 


A new trade agreement for 1949 between Brazil and 
the United Kingdom allows for U.K. exports to Brazil 
of £38.3 million and imports from Brazil of £33.3 million. 
Of the scheduled U.K. exports, ships and vehicles count 
for £8 million, petroleum and petroleum products for 
£7.5 million, machinery for £7.3 million, and textiles for 
£4.2 million. The Brazilian export program allots £14.5 
million to cotton, £7.1 million to agricultural foods and 
feedstuffs, and £1.5 million to meat. The total figures 
are considerably above those attained in 1948 when 
U.K. exports to Brazil were £25.9 million and imports 
£23.8 million. Whether the hope of such an increase is 
justified depends on Brazilian exportable surpluses. Rice 
and sugar crops are lower than was expected, and it is 
known that Brazil has found herself unable to supply the 
quantities of these and other commodities, notably maize 
and oilcake, that the United Kingdom was prepared to 
buy. The Times considers that the best guarantee of in- 
creased Anglo-Brazilian trade under existing conditions 
would be greater output of those export staples which 
the United States does not buy and for which the sterling 
area provides a natural market. 

Source: The Times, London, England, August 4, 1949. 


Price Controls in Peru 


By a decree of the Peruvian Government of July 16, 
merchandise imported with free market exchange is no 
longer subject to official price control regulations. This 
step has been taken in order to reestablish commercial 
activity on a basis where it can be more responsive to 
the factors of supply and demand. 

By a second decree of July 25, the General Office of 
Price Control was abolished. The still existing import 
controls and the price restrictions on domestically pro- 
duced articles will be supervised hereafter by the Office 
of Commercial Affairs of the Ministry of Finance. 
Sources: La Prensa, New York, N.Y., July 26, 1949; 

U.S. Department of Commerce, Office of Inter- 
national Trade, Foreign Tariffs and Trade Con- 
trols, Release Washington, D. C., August 1, 
1949, 


Argentina’s 1950 Budget 


The Argentine Executive Power has submitted the 
1950 budget estimates to Congress. Expenditures of the 
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federal government to be financed out of general revenue 
proceeds are estimated at 4,900 million Argentine pesos 
(about US$1,200 million at the basic selling rate). Ex- 
penditures to be financed by borrowing will total 1 bil- 
lion Argentine pesos. The estimate of general revenue 
for the coming year also amounts to 4,900 million Argen- 
tine pesos, 1,000 million more than the current 
year’s estimates. These figures do not include the esti- 
mated expenditures and revenues for the autonomous 
dependencies of the central government. 


Source: The Review of the River Plate, Buenos Aires, 
Argentina, July 1, 1949. 


OTHER COUNTRIES 


Australian Wool 

The Australian wool clip in 1948-49 was 3.29 million 
bales, as against 3.01 million in the previous year. Sales 
realized £A195 million, compared with £A156 million in 
1947-48, the average price per pound rising from 40 
pence to 48.5. 
Source: Records and Statistics, Supplement to The Econ- 

omist, London, England, August 6, 1949. 




















South African Imports 

Imports into the Union of South Africa were £174.3 
million, f.o.b., during the first half of 1949, against 
£162 million for the corresponding period of 1948. 
Imports from the United Kingdom rose, in anticipation 
of new import control measures, to £19 million in both 
May and June, against £12 million monthly during Janu- 
ary-April. As exchange allocations of £55 million for the 
second half of the year were based on the assumption 
that imports from the United Kingdom in May and June 
would continue at the rate of the first four months, £14 
million has now to be deducted from those allocations. 


Source: The Financial Times, London, England, August 
3, 1949. 
































International Financial News Survey, written by 
members of the staff of the Fund, is based on materi- 
al published in newspapers, periodicals, official docu- 
ments, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. There- 
fore any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 
Since space limitations prevent a complete or ex- 
haustive presentation of all relevant news items, 
preference is given to material which bears most 
directly on the business of the Fund and which 
may not have been covered widely in the press 
throughout the world. 
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Camille Gutt, Chairman of the Executive Board 
and Managing Director 
1818 H Street N.W., Washington 25, D.C. 
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